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.In an address to the 39th National Foreign Trade Con- 
vention in New York on November 17, Mr. Rooth, 
Managing Director of the Fund, stated that “the persis- 
tent balance-of-payments surplus of the United States and 
the persistent dollar deficit of the rest of the world” 
constituted “the most important single problem which 
stands in the way: of restoring a payments system based 
on convertible currencies. The solution to the problem 
cannot be found in the continuation of U.S. aid. This 
aid is at best a scaffolding to assist in the erection of a 
permanent structure. Let us see then what has already 
been done in the erection of this structure and what 
tasks still lie before us. 

“Opinions on this differ sharply. On the one hand, 
there is an extreme attitude that there is no good reason 
why the world should not put its dollar payments in 
order. Those who take this view cite the fact that U.S. 
imports in the year ending June 30, 1952 paid for about 
twice the volume of prewar exports from the United 
States. Under such circumstances, the deficit countries 
ought to be able to earn enough dollars, directly and in- 
directly, to pay for a volume of imports suited to their 
economies. The implication is that the payments problem 
persists because they, the deficit countries, refuse to take 
adequate measures to solve it. 

“On the other hand, there is an extreme attitude that 
the payments problem is intractable and can never be 
solved. The dollar problem is said to have existed in one 
form or another since the first World War, and its per- 
sistence is variously attributed to such factors as the 
rapid increase in productivity in the United States, the 
recurrent recessions and depressions in the United States, 
the recurrent booms in the United States, the develop- 
ment in the United States of substitute products for major 
imports—such as nylon for silk and synthetic rubber for 
natural rubber—erratic stock-piling policies in the United 
States, too low a dollar price of gold, excessive protec- 
tionism in the United States, or the unwillingness of 
Americans to invest abroad. And the conclusion is that 
the dollar problem will persist because you, the surplus 
country, decline to take effective steps to solve it. 

“I believe that these extreme views are unjustified and 
that they: do positive harm. The pessimists say that, since 
the dollar problem will not be solved, there is no reason 
for taking unpleasant measures to try to solve it. The 
fact is that a great deal has been done to meet the prob- 
lem. In 1947, the world’s dollar deficit on goods and 
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services transactions was almost $12 billion. The indi- 
cations are that, excluding military aid shipments from 
the United States, the dollar deficit in 1952 will be about 
$214 billion. And the import restrictions in deficit coun- 
tries are now considerably less severe than they were 
in 1947. It should not be expected, of course, that the 
goods and services gap will be completely closed, as part 
of it is more or less permanently covered by capital out- 
flow from the United States plus private donations. 
Moreover, a substantial proportion of the remaining 
deficit is attributable to increased defense expenditure in 
Europe and to the disruption of East-West trade. Each 
of these elements is part of the cost of the common de- 
fense of the Free World. Let us hope that a separate solu- 
tion will be found for them. I believe that the greater 
part of the problem has been met, and I see no reason 
for assuming that the remainder cannot be met by the 
right measures. 

“Let us consider what has been done by the United 
Kingdom, the second trading country of the world and the 
heart of the sterling area that accounts for more than 
one fourth of total world trade. Two major factors have 
been responsible for most of the British postwar pay- 
ments problem. Excluding oil, shipping, and insurance, 
the net earnings of the United Kingdom from overseas 
investments in 1938 paid for a volume of imports that 
would at present prices cost about £750 million. In 1951, 
the net earnings of the United Kingdom from overseas 
investments paid for less than £100 million of its imports. 
Here is one single factor that caused a deterioration of 
£650 million, or about $1.8 billion, in Britain’s cur- 
rent payments. 

“The second major factor has been the great rise in 
the prices of foodstuffs and raw materials, Britain’s prin- 
cipal imports, relative to the prices of manufactured 
goods, Britain’s principal exports—that is, the change 
from the prewar period in the terms of trade against 
Britain. If between 1938 and 1951 the prices of U.K. 
imports had risen only in the same proportion as the 
prices of U.K. exports, their cost in 1951 would have 
been less by nearly £1,050 million, or nearly $3 billion. 
When allowance is made for £200 million of duplication 
between them, these two factors, both beyond Britain’s 
control, have together involved a deterioration of £1,500 
million, or over $4 billion, in its payments between 1938 
and 1951. 

“What has Britain done to face this problem? Its most 
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significant action is found in an increased volume of ex- 
ports. In 195] these exceeded the prewar volume by 80 
per cent—that is, by an amount valued at over £1,200 
million, or $31 billion. 

“In much the same way European countries have met 
a considerable part of the payments problem. In 1947, 
the dollar deficit of Western Europe was about $54 
billion on goods and services transactions. In 1951, 
omitting military aid shipments, it was about $2 billion. 

“The improvement in European payments is not a 
temporary phenomenon. It reflects a real improvement in 
the whole economic environment of Western Europe. In- 
dustrial production in Western Europe is between 40 and 
50 per cent greater than in 1947, The structure of prices 
in Europe is also more competitive than it was five years 
ago. This is, of course, principally due to the 1949 
devaluations. And, now, monetary: policy in most Euro- 
pean. countries is better directed toward avoiding infla- 
tion and restoring a balanced payments structure. 

“The payments problem is not confined to Europe. 
Nor is it exclusively a dollar problem. My reason for 
emphasizing Europe’s dollar payments is that this prob- 
lem is so complex. The payments difficulties of other 
regions, no less than Europe’s, must be solved if balance is 
to be restored in world payments. Their problems, how- 
ever, would be easier to solve if a solution had been found 
in Western Europe. 

“Even before the war the payments situation was un- 
satisfactory. It was kept in tenuous balance by tolerating 
unemployment in some industrial countries—especially 
the United States—and stagnation in the raw materials 
countries. It was a frail structure shored up by devalua- 
tions, exchange controls, bilateral clearing arrangements, 
and in some instances by default on international obliga- 
tions. The war brought about vast disruptions that fur- 
ther weakened the structure of international payments. 
There has, however, been a great expansion in produc- 
tion and trade in the postwar period. But, unfortunately, 
we do not yet have a strong and stable pattern of inter- 
national payments. . 

“One of the most important reasons for this will be 
found in the great changes during this generation in the 
objectives of national economic policy. There has been 
a great increase in the degree of responsibility which 
nations have assumed for their domestic incomes and 
employment, and full employment policies have been 
pushed particularly hard in some of the deficit countries 
of Europe. In many of the raw materials producing 
countries, rapid development, with emphasis on indus- 
trialization, has become a political and social necessity 
which governments must heed. More attention should be 
paid to encouraging domestic savings, both in industrial 
and raw materials producing countries. The objectives of 
full employment and economic development are good in 
themselves, but the policies designed to achieve them 


have sometimes been pushed so far that they have served 
not so much to contribute to the attainment of the ob- 
jectives themselves as to promote inflation. 

“It is now generally recognized that inflation tends to 
result in payments deficits. When demand is inflated 
beyond what can be met by current production for the 
home market or from imports financed by current exports 
or foreign loans or assistance, the excess demand will be 
used to bid away goods from export markets. It will also 
spill over into larger imports than the country can pay 
for. If the inflation persists, it will unbalance the struc- 
ture of prices and make it difficult for the country to 
compete in world markets. Inflation may even reduce 
home employment opportunities by cutting off the means 
of payment for raw materials. Fortunately, many coun- 
tries are now aware of the fact that a sound financial 
policy is an indispensable condition for a strong payments 
position and continuing high-level employment. The re- 
cent improvement in the payments positions of certain 
European countries is largely attributable to the renewed 
emphasis on credit policy. 

“In the raw materials exporting countries, the policy 
of rapid development has often been supported by in- 
flationary finance, which here also has had the effect of 
attracting resources to home markets and discouraging 
exports. The supply of foodstuffs and raw materials for 
export from non-dollar regions has generally not in- 
creased commensurately with demand. Sometimes it 
has not increased at all. On the other hand, with increased 
production in the United States and Canada, the de- 
pendence on dollar sources of supply has increased, and 
this dependence has been accentuated by the falling off 
in East-West trade. 

“This persistence of the dollar payments problem is 
a natural consequence of excessive emphasis on full em- 
ployment and rapid development. The payments problem, 
in turn, has led to exchange restrictions. Some persons 
are even willing to accept as permanent a situation in 
which the demand for imports is continually swelled 
by inflationary domestic policies and is continually held 
in check by exchange restrictions. I believe that we 
should not accept such policies as permanent. 

“On the contrary, we should aim at a system of bal- 
anced international payments at a high level of trade, 
carried on under competitive conditions, free from re- 
strictions and discriminations, and with prompt remit- 
tance of import payments and current earnings. Under 
such a system, the currencies of the great trading coun- 
tries would be freely convertible. Countries could export, 
say for sterling, and know that they could use the pro- 
ceeds to import from any part of the world. Traders 
could export to any country and know that they would 
be paid promptly in accordance with the credit terms 
that they have agreed. 

“We are still some way from achieving such a payments 
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system. Yet I believe that we shall achieve it. As ex- 
amples of its advantages let us look at the United King- 
dom and some countries in Latin America. I believe that 
it is in the interest of the United Kingdom to work for 
the restoration of the convertibility of sterling. The 
higher prices which must be paid in inconvertible sterling 
raise the cost of part of its imports and handicap its 
producers in competing in world markets. With incon- 
vertible sterling, the traders and financiers of the United 
Kingdom cannot fully perform their customary role as 
merchants and bankers to the world. 

“Some countries in Latin America are in substantial 
arrears in paying for their imports. These countries pay 
a heavy price for this delay and uncertainty in remit- 
ting for their current obligations. Exporters include a 
large premium in the prices they charge to cover interest 
and risk. Foreign investment in such countries is also 
discouraged and their economic development is slowed 
down. 

“Many of these countries are now seeking ways of put- 
ting their houses in order. This cannot be done by set- 
ting up new machinery and devising new gadgets. It can 
be done only through wise national and international 
policies. When necessary, the International Monetary 
Fund will make its resources available to member coun- 
tries pursuing such policies. 

“National policy in all countries must start with elimi- 
nating and avoiding inflation through strong budgets and 
tight credit. Obviously, this is not consistent with the 
extreme view that there must not be any unemployment 
at any time in any sector of the economy. On the other 
hand, I do not believe that a sound financial policy need 
involve widespread or persistent unemployment. It should 
prevent a persistent rise in costs. But there must also be 
sufficient flexibility in the economy to allow resources 
to be moved to the production of the goods which the 
country needs for its own use and for its exports. This 
seems to me consistent with a moderate policy directed to 
maintaining high-level employment without inflation. 

“In the underdeveloped countries there must be some 
moderation in their policy of rapid development at any 
cost. Many of these countries would welcome a policy 
of balanced development that would enable them to pro- 
duce efficiently for the export and the home markets. 
Such a policy would require them to limit investment to 
the amount that they can finance by foreign capital and 
home savings without inflation. If foreign capital is 
available on a generous scale, a policy of balanced devel- 
opment can be made effective. It would enable the under- 
developed countries to import on a larger scale, widen 
the sources of supply for foodstuffs and raw materials, 
and. make it possible for industrialized countries to earn 
dollars in third markets. 


“So far I have spoken of what they, the deficit coun- 
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tries, should do. I must supplement this with what I be- 
lieve that you, the surplus country, should do. First, 
large as your imports are, they are still too small for 
your own best interests and too small for the needs of 
a world driven by circumstances to be much more de- 
pendent on the exports of the United States. Also, large 
as the expenses of your citizens on travel in foreign 
countries are, they could be further expanded with bene- 
fit both to yourselves and to other countries. It is true 
that half of your imports, mainly foodstuffs and raw 
materials, are duty free. But some raw materials and 
foodstuffs and most manufactured goods are still bur- 
dened by tariffs and other impediments. In particular, 
some agricultural goods that your consumers want and 
which your producers are unable to supply adequately 
are wholly or partly excluded from your market by pro- 
hibitions or quantitative restrictions. It is encouraging to 
know that so able and public-spirited a group as the 
Public Advisory Board for Mutual Security is now re- 
examining the trade and tariff policy of the United States 
for consideration by the new Administration. We look 
forward to their report. 

“There is one other field in which the United States 
can take the lead in restoring balance in the world econ- 
omy. The European countries, which were large foreign 
investors in the past and which still invest abroad, will 
not be in a position to increase their foreign investments 
until they secure a surplus in their payments. In the 
meantime, if the underdeveloped regions are to have an 
opportunity to expand their productive capacity without 
resorting to inflation, it will have to be through a larger 
capital flow from the United States than at present. I 
recognize, of course, that the real barriers to international 
investment are the political uncertainties and the eco- 
nomic risks, some of them the consequence of unwise 
policies in the countries seeking foreign capital. I be- 
lieve, nevertheless, that constructive steps can be taken 
jointly by the United States and these countries to 
encourage investment on a sound basis and on a larger 
scale than at present. 

“The level of gold and dollar reserves of many mem- 
bers of the International Monetary Fund is too low to 
allow an adequate margin of safety for payments fluctua- 
tions when exchange restrictions are relaxed. These 
countries, therefore, often hesitate to permit a greater 
measure of freedom in trade and payments, even when 
their payments position becomes stronger, because of 
concern for their reserve position. Of course, no level 
of reserves is adequate unless members are prepared to 
adopt policies which will bring their payments into bal- 
ance within a reasonable period. Whenever members do 
adopt such policies and desire to relax restrictions, it 
will be the policy of the Fund to assist them. 


“Tt is possible, by proper measures in both deficit and 
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surplus countries, to meet the hard core of the payments 
problem that persists. As international payments become 
better balanced, we can gradually approach the converti- 
bility of currencies. In the meantime, a prompt remit- 
tance system can be established in those countries in which 
arrears in remittances for current transactions tend to 
be accumulated. What can be achieved will depend prin- 
cipally on sound financial policies in the deficit coun- 
tries. The greatest contribution the United States can 
make toward achieving balance in the world economy is 
to increase its imports and join in a larger program of 
foreign investment for the balanced development of other 
regions. The Fund will do all it can to encourage coun- 
tries to follow the right policies and it will not hesitate 
to use its resources to help countries with balance of 
payments difficulties that are striving to achieve the 
Fund’s objectives. In these ways we may hope to move 
forward to the achievement of ‘a better world through 
increased production and wider consumption.’ ” 


Commonwealth Trade 


The trade deficit with the rest of the world of all Brit- 
ish Commonwealth countries taken together—after rising 
from £245 million in the last half year prior to the 
Korean outbreak to £1,094 million in the second half of 
1951—fell to £981 million in the first half of 1952. 
While exports were maintained at a level close to £3,900 
million, imports fell by: about £120 million, to £4,890 
million. This improvement occurred in spite of a turn 
in the Canadian trade balance, from a £27 million sur- 
plus in July-December 1951 to a £7 million deficit in 
January-June 1952, so that in the first half of 1952 the 
sterling sector of the Commonwealth had a deficit of 
£974 million. 

During the post-Korea cycle of trade expansion and 
contraction, the intra-Commonwealth proportion of the 
total trade of all Commonwealth countries tended to 
decline. For all the countries the proportion of imports 
fell from 46 per cent in 1950 to 42 per cent in the first 
half of 1952; and for the sterling countries in the Com- 
monwealth it dropped from 48 per cent to 43 per cent. 
The Commonwealth share in Canada’s total imports was 
cut from 20 per cent to 13 per cent; there were sharp 
reductions in this share also in Australia, India, Pak- 
istan, South Africa, Southern Rhodesia, and East Africa. 
However, the proportion of total Canadian exports going 
to other Commonwealth countries rose from 21 per cent 
in 1950 to 26 per cent in the first half of 1952, and a 
drop in the ratio of intra-Commonwealth exports to the 
total exports for some sterling area countries, especially 
Pakistan and East Africa, was offset by a rise for most 
of the others, so that the intra-Commonwealth proportion 
of total Commonwealth exports remained at 45 per cent. 
These developments had not been reversed by the recent 
sterling area import restrictions. 


The position of the sterling area sector of the Common- 
wealth in the first half of 1952 was, however, consider- 
ably worse than a year earlier, the 1952 deficit being 
more than three times that in 1951. There was a sub- 
stantial shift from a trade surplus position to a trade 
deficit for the outer sterling area in relation to both the 
American account countries and the continental OEEC 
countries and their dependencies. Therefore, while the 
deficit of the United Kingdom with dollar and conti- 
nental OEEC countries accounted for the larger part of 
the total deficit of the sterling countries within the 
Commonwealth, the worsening of their position compared 
with a year ago was caused mainly by the movement of 
the trade balances of the outer sterling area with these 
two groups of countries. This development cannot be 
attributed only to a fall in exports from the outer sterling 
area (U.K. exports to dollar and continental OEEC coun- 
tries were practically unchanged between the first halves 
of 1951 and 1952), which is explained largely by the 
precipitous drop in the prices of major export com- 
modities. Imports from dollar account countries almost 
doubled, and imports from continental OEEC countries 
rose by about 10 per cent. 

For the second half of 1952 it is reported that the 
imports of the sterling countries in the Commonwealth 
from continental Europe must be expected to fall off 
considerably. Trade returns from the continental OEEC 
countries, which indicate earlier than the Commonwealth 
trade returns the effects of restrictions on sterling area 
imports from Europe, show that continental OEEC ship- 
ments to the outer sterling area were down by almost 
10 per cent between January-August 1951 and the cor- 
responding months of 1952. This decline, however, was 
a little more than offset by the continuing drop in outer 
sterling area exports to continental OEEC countries—a 
development which has proved a major obstacle to a 
further improvement of the sterling position in EPU. 

The trade of sterling area countries in the Common- 
wealth with non-sterling, non-dollar countries shrank by 
about 15 per cent in the first half of 1952; both exports 
and imports diminished, and the deficit (about £150 mil- 
lion per half year) was the same as a year earlier. How- 
ever, a rise of about 25 per cent in imports from Japan 
increased the deficit with that country. 

On the other hand, the trade returns from the outer 
sterling area countries of the Commonwealth indicate 
that U.K. trade with other sterling countries in the 
Commonwealth changed from a deficit of £65 million 
in the first half of 1951 to a surplus of £175 million in 
1952. Continental OEEC trade returns show, however, 
that in the last months of the second quarter and in 
July and August 1952 the fall in U.K. imports from 
continental OEEC countries was more than twice the fall 
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in U.K. exports to this group of countries, so that the 
U.K. position vis-a-vis continental OEEC countries in 
the first eight months of 1952 was better than in the 
corresponding months of 1951 by almost £25 million. 
Thus, for both the United Kingdom and the outer 
sterling area the improvement in the balance of payments 
position with OEEC countries has been accomplished 
through a shrinkage of total trade volume. 
Sources: The Financial Times, London, England, No- 
vember 8, 1952; The Journal of Commerce, 
New York, N. Y., November 12, 1952. 


Europe 
British-Netherlands Bacon Contract 


Under a new contract concluded by the U.K. and 
Netherlands Governments, the United Kingdom will buy 
from the Netherlands, between now and January 2, 1954, 
35,000 tons of bacon at a price of 252s. 6d. per cwt. 
The present four-year contract expires next December 31. 
Since September 1951, the price paid by the United 
Kingdom has averaged 272s. 6d. per cwt., f.o.b. 
Source: Aneta News Bulletin, New York, N. Y., Novem- 

ber 13, 1952. 


Swiss Loan to France 
Three Swiss banks, the Crédit Suisse, the Société de 


Banque Suisse, and the Union de Banque Suisse, have 
granted to the French Treasury a loan of Sw fr 100 mil- 
lion (about 8 billion French francs, or US$23 million). 
The loan will be handled through EPU in its November 
operations, thereby contributing toward reinforcing the 


French EPU position. The proceeds of the loan are to 
be used by the French Treasury which is to remit to the 
Swiss banks French Treasury bonds—one third of which 
will be repurchased after two years, one third after three 
years, and one third after four years. It is the first time 
since the end of World War II that Swiss banks have 
carried out an operation directly with the French Treasury. 
In the past, they have conducted business either with 
French. banks or with nationalized enterprises. Another 
loan to Electricité de France is now being negotiated, 
independently of the loan to the Treasury. 


Source: Le Monde, Paris, France, November 8, 1952. 


Export Promotion Measures in Italy 

A decree of Italy’s Minister of Finance, published in 
the Official Gazette, authorizes the rebate, at various 
rates, of the general sales tax on specific manufactured 
products exported after March 5, 1952 against payment 
in dollars. To receive the rebate, proper customs docu- 
ments must be shown, to prove that the goods have been 
exported. These documents will be grouped by exporters 
and submitted every four months to the provincial offices 
of the Ministry of Finance, which will make payment. 
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The main products for which rebates have been author- 
ized are: asbestos cement, a rebate of 90 lire per 100 kilo- 
grams; radar equipment, a rebate of 4 per cent; tractors, 
automobiles, chassis with motors, bodies for auto-vehicles, 
trailers for armored vehicles, a rebate of 5 per cent on the 
list price of the vehicles, f.o.b. plant at the date of 
export; warships and motor vessels of from 500 to 
25,000 tons, a rebate of 4 per cent of the invoice; accor- 
dions, a rebate of 400 lire each; harmonicas, a rebate of 
34% lire each; ammunition and projectiles, a rebate 
varying from 1.2 per cent to 2 per cent of the value 
of the invoice. 

Italian export circles, however, do not consider that 
the tax rebate is adequate. Although it is in fact .an 
export promotion measure, it has been introduced pri- 
marily in agreement with the United States, to avoid 
double taxation on offshore procurement goods sup- 
plied by Italy. The commodities covered by the decree 
are largely those included in the first contracts of the 
U.S. Government with Italy for offshore procurement. 
The Italian Government has given assurance that the tax 
rebate will be extended to more commodities, covering 
also those not included in offshore procurement. 

Another export promotion measure, approved by the 
Council of Ministers and now under consideration by 
Parliament, would grant to Italian exporters insurance 
against war, revolutions, catastrophes, general payment 
moratoria, cancellation of orders because of government 
intervention in the country of destination, and payments 
difficulties due to lack of foreign exchange by the country 
of destination. The Instituto Nazionale Assicurazioni 
would write insurance against these risks or take reinsur- 
ance from regularly licensed insurance companies. -The 
premium would range between 1 and 3 per cent per year, 
Both the premium and the losses would be payable. in 
Italian lire. Under all circumstances, the exporter would 
take a deductible loss of 10 per cent. The State would 
guarantee up to 75 per cent of the amount of the credit, 
and the insurance companies the balance. The loss to the 
exporter would not be payable immediately, but as fol- 
lows: 25 per cent of the credit six months after the due 
date, 25 per cent nine months after the due date, and the 
balance twelve months after the due date. 

Sources: 24 Ore, Milan, Italy, October 18, November 6 
and 7, 1952. 


German Iron and Steel Imports 


At the time of the removal of price controls on iron 
and steel last August, the German Federal Government 
also decided to suspend import duties on iron and steel 
products. While the removal of price controls served to 
stimulate production, the suspension of tariff duties led 
to increased imports and thus tended to act as a price 
regulator, as was intended by the Ministry of Economic 
Affairs. As a result, the price increases of iron and steel 
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products have been moderate, extensive German orders 
for iron and steel products being placed in France, 
Belgium, Luxembourg, and even in Japan. The Federal 
Government has now decided to maintain until further 
notice the suspension of import duties, which had been 
originally scheduled to expire on October 31. Thus, it 
is intended, tariff policy will continue to serve as a price 
regulator for iron and steel products. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, No- 

vember 6, 1952. 


Middle East 
Middle East Oil Output 
Middle East oil production in the first nine months 
of this year amounted to 76.9 million metric tons, com- 
pared with 73.3 million metric tons during the corre- 
sponding period in 1951. The increase was achieved in 
spite of the virtual cessation of operations in Iranian 
fields, which produced 16.4 million tons in 1951. The 
largest contributors to the increase were Saudi Arabia 
with 31 million tons, compared with 26.5 million tons 
in 1951; Kuwait with 28.1 million tons, against 19.4 mil- 
lion tons; and Iraq with 12.5 million tons, compared with 
6.4 million tons. 
Source: The Financial Times, London, England, Novem- 
ber 8, 1952. 


New Triangular Payments System in Egypt 

As a result of both the Egyptian Government’s policy in 
supporting cotton prices in 195] at levels much higher 
than the international levels, and the recession in inter- 
national cotton prices after the Korean boom, Egyptian 
cotton exports in 1952 have decreased greatly both in 
quantity and in price. Consequently, the deficit in 
Egypt’s balance of trade for the first nine months of 
1952 rose sharply, to LE 47.2 million compared with a 
deficit of LE 28.6 million for the corresponding period of 
1951. . Egyptian imports in 1952 were LE 156.7 million 
and exports were LE 109.5 million, compared with im- 
ports of LE 176.8 million and exports of LE 148.2 million 
in the corresponding period of 1951. The adverse trade 
balance resulted in a large drop in Egypt’s foreign ex- 
change reserves, particularly in sterling assets. 

In order to stimulate cotton exports and overcome the 
sterling shortage, the Egyptian Minister of Finance and 
Economy has issued a decree establishing a new triangular 
system of payments. The import of meat, fish, coffee, 
tea, tobacco, wood, fertilizers, paper, metals, raw mate- 
rials, and industrial plant equipment is authorized against 
payment in Egyptian pounds. Payment will be made 
through a special nonresident account credited to the ex- 
porting country. Debits to this account will be made 
through the export to that country of cotton and other 
Egypian products. Countries which usually pay in sterling 
will be able to import Egyptian cotton and products by 


payment in sterling of at least 50 per cent of the exchange 
value of the goods; the balance will be paid either in the 
currency in the nonresident account of the importing 
country, in Egyptian pounds from the Egyptian non- 
resident account credited to France in accordance with 
the Egyptian-French payments agreement, or, finally, in 
the importing country’s currency, provided that such cur- 
rency is acceptable for payment of goods imported into 
Egypt from that country. Agreement of the country con- 
cerned and of Egypt’s exchange and import control 
authorities must be obtained prior to the transaction. 
This method will decrease the volume of sterling trans- 
actions. For example, Egypt may buy timber from 
Sweden against payment in Egyptian pounds to be 
credited to the Swedish account, which the payee will be 
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able to transfer to another importer in Sweden wishing to 
purchase Egyptian cotton or other products. Cotton will 
thus be available to Swedish mills against 50 per cent pay- 
ment in sterling and the remainder payable through a 
nonresident account in Swedish currency, credited to an 
Egyptian exporter. 

Egypt has a trade and payments agreement with France 
according to which an account in the name of the Bank 
of France has been opened in Egyptian pounds in the 
National Bank of Egypt. Since France at present has a 
credit balance with Egypt, the new measure will help 
Egypt to settle part of its debt to France, as well as help 
France to pay back some of its debt to other countries. 
Sources: Al Ahram, Cairo, Egypt, October 29 and No- 

vember 10, 1952; The Financial Times, London, 
England, October 30 and November 13, 1952; 
The Journal of Commerce, New York, N. Y., 
November 19, 1952. 


Production in Israel 

Industrial employment in Israel, which has risen by 
50 per cent since 1949, now totals 120,000. The value 
of industrial production has increased from 1£133 mil- 
lion to I£280 million, and the number of factories has 
almost doubled. 
Source: Israel Economic Horizons, New York, N. Y., 


October 1952. 


Far East 

Indian States’ Finances 

State and Central Government finance ministers in 
India have agreed to prior consultation to ensure that the 
expenditure plans of the States do not conflict with the 
national development plan. It has also been agreed that 
a State may apply a sales tax to goods brought in for 
consumption from other States. Agreement on principles 
governing the application of the sales tax to import- 
export trade awaits a Supreme.Court decision. 
Source: Reserve Bank of India, /ndian News Digest, 

Bombay, India, November 1, 1952. 


Ceylon-China Trade 
Under an agreement between Ceylon and China, China 
is prepared to sell to Ceylon 200,000 metric tons of rice 
a year, for a period of five years; the price will be settled 
between the Governments each year, immediately before 
the beginning of the year. The price suggested for the 
first year is £56 per ton, f.o.b. China ports. China will 
purchase from Ceylon 50,000 tons of sheet rubber every 
year, for a period of five years, at a price in excess of 
the average Singapore price. The price for the first year 
would be 32 pence per pound, f.o.b. Colombo. 
Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, Novem- 
ber 15, 1952. 


Taiwan-Western Germany Barter Trade 

Taiwan and Western Germany have agreed in prin- 
ciple on a sugar-fertilizer barter deal of which the details 
are still to be worked out. Taiwan will export 20,000 
metric tons of sugar next spring in exchange for chem- 
ical fertilizer. 

It is reported from Taipeh that the Government is 
willing to export 100,000 tons of granulated sugar an- 
nually to Western Germany in exchange for chemical 
fertilizers, pharmaceuticals, chemical dyes, machines, and 
hardware. Other export items from Taiwan in the pro- 
jected barter trade include camphor oil, citronella oil, tea, 
and Formosan canned goods. 

Source: Chinese News Service, Press Release, New York, 
N. Y., November 11, 1952. 


Japanese Export Restrictions to Sterling Area 

The Japanese Ministry of International Trade and In- 
dustry announced on October 18 the removal of restric: 
tions on exports of iron, steel, and textile products to 
the sterling area, which had been in force since last 
March. This action was taken for two reasons: since 
exports to the sterling area have slowed down recently, 
the trend toward sterling accumulation has been arrested; 
and the export restrictions by Japan have led to the 


strengthening of import restrictions by the sterling area 
countries. 


The relaxation, however, does not apply to textile 
exports to Hong Kong and Singapore, which will con- 
tinue to be restricted since such exports have been re- 
exported by Hong Kong and Singapore to Thailand, the 
Philippines, and other dollar account countries. 


Source: Asahi Shimbun, Tokyo, Japan, October 19, 1952. 


United States and Canada 
U.S. Production and Income in 1952 


The Board of Governors of the Federal Reserve System 
estimates that the value of goods and services produced 
in the United States will reach the record high level of 
$345 billion in 1952, which is 5 per cent above 1951. 
The increase last year was 16 per cent, and in 1950 it 
was 10 per cent. National security expenditures are 
expected to be considerably higher than in 1951; con- 
sumer spending may rise somewhat; and plant and equip- 
ment outlays will probably be above the record 1951 level. 
No change in housing construction is expected. The rise 
in inventories is expected to be considerably smaller 
than the 1951 record accumulation of $9.5 billion. 

Personal income also is expected to rise 5 per cent above 
1951, with a decline in the income of farmers more than 
offset by an increase in the nonfarm sector. Lower farm 
incomes are due to a moderate decline in farm prices 
and higher production costs. Although total personal 
income after taxes would be 4 per cent above 1951, in- 
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creases in prices and population would result in per 

capita real disposable income being about the same as 

last year. 

Source: The Wall Street Journal, New York, N. Y., 
November 22, 1952. 


U.S. Stockpile Plan for Rubber 


- Future U.S. Government purchases of natural rubber 
will be based primarily on the need for rotation of the 
stockpile rather than upon the need for additions. The 
size of the stockpile is believed to be nearly adequate, 
and rotation will maintain the quality at a higher level. 
Rotation is effected by replacing within 30 days rubber 
sold to manufacturers. Replacement may be provided 
either by manufacturers or by the U.S. procuring agency, 
the Emergency Procurement Service of the General 
Services Administration. The plan is expected to con- 
tribute considerably to price stability in the rubber 
market. 

Source: The Journal of Commerce, New York, N. Y., 

November 19, 1952. 


Sulphur Control in Canada 


The control of the distribution of sulphur in Canada 
has been revoked since the allotment from the United 
States is no longer restricted. As allocations of sulphur 
continue to be recommended by the International Mate- 
rials Conference, major users will be asked for reports 
so that the supply situation in Canada may be kept under 
review. 

Source: Department of Defence Production, Press Re- 
lease, Ottawa, Canada, November 20, 1952. 


Latin America 
Guatemala’s Five-Year Plan 


The executive branch of the Guatemalan Government, 
through the Ministry of Finance, has sent to Congress for 
approval a five-year plan which, it is estimated, will cost 
20 million quetzales (US$20 million). It includes the 
construction of a dock and port installations in the Santo 
Tomas harbor, at a cost of 5 million quetzales; the con- 
struction in Jurun of a hydroelectric plant, also at a cost 
of 5 million quetzales, which will be finished in two years 
and will have a capacity of 27,000 kilowatts; the crea- 
tion of a Bank of Rural Credit, which will implement 
the functioning of the agrarian reform; and the construc- 
tion of 1,000 kilometers of roads, other than the Pan- 
American road and the road to the Atlantic Ocean for 
which plans have already been made. 

The total sum will be raised through a Treasury bond 
issue guaranteed by a series of new taxes. Customs duties, 
especially on luxury items, will be raised by approximately 
six per cent. Also, a tax on alcoholic beverages will 


be imposed. 


Source: El Imparcial, Guatemala City, Guatemala, No. 
vember 4, 1952. 
Paraguay’s Free Exchange Market for Exports and Imports 

The Paraguayan Government Decree-Law 38 of Octo- 
ber 30, 1952 authorizes that the exchange surrender re- 
quirement be lifted for specified exports and that import 
permits shall not be required for specified imports. The 
authorization applies to exports and imports not exceed. 
ing the equivalent of US$133 for each shipment or trans. 
action. No individual or business firm may effect, 
directly or through third parties, more than one such 
transaction per week. 

Export products covered by the authorization are 
sawed lumber, cigars and cigarettes, straw hats, leather 
manufactures, laces (fianduti), certain agricultural prod- 
ucts (corn, manioc, molasses, fruits), and alcoholic bev. 
erages. The import goods are cotton and wool textiles, 
hardware, medicines, machinery and repair parts, food. 
stuffs, and other essential goods; less essential goods and 
luxuries (silk textiles, jewelry, cosmetics, cigarettes, and 
alcoholic beverages) are also included in specified small 
quantities. 

Source: La Tribuna, 


ber 5, 1952. 
Export Rates for Argentine Packing House By-products 


The Argentine Central Bank has announced that ex- 
change receipts from the export of certain packing house 
by-products may be negotiated at the free market rate 
of about 14 pesos to the dollar. The products covered 
by this measure include crushed and ground bones, bone 
meal and ash, hoofs, tongues, pastes, meat prepared with 
vegetables, and offal. Hitherto, the foreign exchange 
earned by these exports has been converted at the prefer- 
ential export rate of 7.5 pesos per dollar. 

Last September the Central Bank had extended the 
free market rate to exports of canned beef, lamb, and 
pork. 

Source: Chamber of Commerce of the U.S.A. in the 
Argentine Republic, Comments on Argentine 
Trade, Buenos Aires, Argentina, October 1952. 


Asuncién, Paraguay, Novem- 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 

_ the Christmas and New Year weeks. It may be ob- 
tained by applying to 
Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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